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SUBJECT: U.S. OFFER ON WINE-GALLON/PROOF-GALLON 

REF: GENEVA 5652 

1 . U.S. OFFER ON WINE-GALLON METHOD OF TAX ASSESSMENT 
TABLED ON JANUARY 15 STATED THAT"THE UNITED STATES IS PRE- 
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PARED TO CONSIDER CHANGING ITS SYSTEM OF ASSESSING EXCISE 
TAXES AND IMPORT DUTIES ON BOTTLED DISTILLED SPIRITS TO A 
PROOE-GALLON SYSTEM." WORDIMG OE THIS OFEER WAS CAREEULLY 
DEVELOPED. WE DID NOT OEEER TO CHANGE WINF.-G AI ,I .ONTAX ATION 
METHOD; WE ONLY OFEERED TO CONSIDER A CHANGE. 

2. WE ARE NOT NOW CONSIDERING VARIOUS OPTIONS EOR CHANGING 
WINE-GALLON SYSTEM. ANY EURTHER U.S. CONSIDERATION OE THIS 
ISSUE IS CONTINGENT UPON PROPOSAL(S) FROM EC OR EROM OTHER 
PRINCIPAL SUPPLYING COUNTRIES. SUCH PROPOSALS WOULD HAVE 
TO OEEER CONCESSIONS OE INTEREST TO U.S. EXPORTS THAT GO 
BEYOND DISTILLED SPIRITS BECAUSE WINE-GALLON IS OF SUCH 
VAST REVENUE AND TRADE IMPORTANCE THAT THERE IS INADEQUATE 
RECIPROCITY IN SPIRITS AREA ALONE. 

3. THERE IS ALREADY CONSIDERABLE DOMESTIC OPPOSITION TO 
ANY CHANGES IN WINE-GALLON SYSTEM. BEGIN EYI - ON MARCH 
23, ISAC 1 CHANGED ITS EORMAL ADVICE ON THIS SUBJECT. RELE- 
VANT ISAR NOW READS, "THE MAJORITY OF THE UNITED STATES 

DISTILLED SPIRITS INDUSTRY OPPOSES ANY CHANGE IN THE WINE- 
GALLON/PROOE-GALLON METHOD OE TAX ASSESSMENT, BECAUSE SUCH 
A CHANGE WOULD BE DETRIMENTAL TO THE DOMESTIC INDUSTRY AND 
WOULD NOT BENEEIT THE U.S. ECONOMY. ISAC 1 ENDORSES THIS 
POSITION. THREE U.S. DISTILLING COMPANIES REPRESENT A 
MINORITY VIEW IN RECOMMENDING A CHANGE SINCE THEY CONSIDER 
LIMITED OEEICIAL USE 

LIMITED OEEICIAL USE 

PAGE 03 STATE 101713 

THE PRESENT METHOD TO BE A DISCRIMINATORY TRADE BARRIER." 

END EYI. 

4. ONLY AMBITIOUS PROPOSAL BY EC OR OTHER PRINCIPAL 
SUPPLIER WILL ENABLE FURTHER CONSIDERATION OE U.S. ACTION 
ON WINE-GALLON. CHRISTOPHER 
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